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The Balance of Payménts in 1952

THE improvement in the financiul pesition of foreign
counizies, which wns indicated by the intarnational tronsac-
tions of the United States duripg the second nod third cer-
ters of 1952, continued in the Jast quarter of the year. Dur-

ing these nme morths forelgn countries wera able
their transactions with the United States, 1o raiso their botd

mgs of s‘ld snd dollar assats by nesdy $1.6 bilhont, 'These
. eaims helped to bring cotsl foreign gold and liquid deller
resotres (exeluding those of the International Bank and the

International Monetary Fund) to aver $20 billion by the end
of 1962, almeost tha same amount o8 atb he end of 19446, the
previous peok.

Foreign reserves continue to increase

Although foreign countriza continved to ndd to their gold
and dellsr holdings in the fourth quarier, & rise in the TTnited
Btates ré balance on goods and services the third to
the fourth gquarter was L _

ld and dollor ransfers {rom $7065 million to §395 miflion.

ort risa must be pbtributed, however, rarinly to

aaasmﬁ nnd t&mporn.:ly faotors, such as the upewing in

sgricultursl exports nnd, to o lesser axtent, the rise in ship-

ments of steel nud steel producta—the latter having been

curtailed during the previous quarter becausa of the sigel

strike. In addition, income on Investments advanced to the
pealk 1n the lost quarier of the year.

Table 1 indieates in simplified form the bagic fenturas and
trends of the balance of payments since the middls of 1960,

Although substantisl progress toward & betber bolance
in internntionnl transactions has besn achieved since the
- first quarter of 1952, net foreipn Furchn.ﬂes of goods ang

sarviees here in the fourth quarter of 1852 ware still laxger—
by an annoal rate of 600 million—~hoen the amount of Tunds
currently earned by foreign countries from United States
imports or supplicd {y private United States investments and
remitiances.

United States exports decline

- Bevers] Inctors contributed to o decline in United Statea
exports, which was the major reason thnt foreign counérisa
- were sbls to reduce the imbaiance in their transaciions with
the United States during 1952, _

First, business activity in tha United States expanded
pn ju Western Europe in contrast. te oll other postwar
yeara, when the rize from ench year o the next was ber
ebrond than in the United States. Europe's faster advances
in the eaclier yenrs representad, of course, recovery from the
u]'iul]uw Jovals of production which prevailed immediately

und
after WAr.
The index of industrial production in the United States

during the lost querter of the year avumﬁed shout § percent
highar than durmg the first quarter. The rise in industrial
procuction in Western Europs was only approximately half
#a much.  This relative difference in expunsion of industrial
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y respongible for a decline in-

ey eounizhn od w1 ek

aotivity batween this country and Western Europe could
ordinarily be axpocted Lo rnize the demand for imports hare—
and at game time increase Europeen incentives to export
bo thig covntry. Several factors, however, accontunted the
normally to be expected effectz on internstional transections
of these differences in the movement of production.
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The texiila industiy, whick wnderwent the relatively
grantest decline in output obroad, depends to # large extent
upoh raw materials irom the United States, so that the
impaet from the change in its activity wes directly trans-
farred to United States exports.

Also, the deckns in demand for cozl from the United
Stetes may in be ascribed to the Inilure of industrial
production in Westarn Europe to memtain the previeus
rute of expansion while eoal production there eontinued to

T
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incrosse. Favorable westher conditions and the insrcasiop
nee of other sources of en were additionsl factors re-
ducing the consumption of coal. The decline in coal exports
to Western Europe from 3 million tons per month during
the last half of 1951, to o I-tnillion tom rate during the last
8 moenths of 1952 cannot be solaly ascribad, therefore, to
highar conl production abroad, which aecounted for only 1
million tons of the diference. Redueed coal shipmenig frem
the United States over that period resulted in o decline in
foraign dollar expenditures, including thosa for shipping, by
ebout $200 million, This wns gpproximately 15 percemt
of the declinge in the export surplus on poods end services
with Western Europs sxelusive of exports under tha mili-

Izmiy nid proprem, .
n contrnst to the reduced rate of expapsion in indyatrial
production abrosd, ths accelerated rise in production and

= Prolluloaocy,

L Weatorn Torppe: Inoluded tw QEEC coamiriey, Tloluod, Spaln, sod Yugodavio.

incomes here had stimulsted importa by the end of 1952:to
the highest volume sines the E;:)mﬁuua postwar
lowing the invasion of South Kores. The limited demnnd
from other csuniries not only facilitated a rise in importa
irom Europe by 20 percent irom the last quarter of 1931 to
the same paviod of 1852, but also permitted incressed pur-
¢hoses of raw materiale without price rises. The stability
of prices in the faoe of HBZIEE demands by the Tnited States
was in sharp conirast o
imwagion of South Korea.
Second, production of wheat in Canade and Wesiern
Eurcpe during the pumumer mwonths was about 7.4 million
tona higher than du“%mﬂﬂm senson, and the groin
crops in the sounthern i %hem and in b Asin wers
alse substontislly improved. Foreign purchnses of American
wheat during the second half of the enlendar yenr in terme

k!

q

ek fol-

e pericd ‘nnmadint@ly after the °

i



SURVEY OF CURRENT BUSINESS 9

© Nareh 1968
taten by Arcas, 1951, and 1953 by Quarters
8 by Arsas, 1951, by (MIToua ol dalkars]
¥anion Bwwpe Conaila Latin Anderiean Kopiblea Adl ofber eonirice Ercaroalema inellnifons
e iy
1 1 | -
I | II |IE+| I¥r | Year I I
-
4 1 1 3 ) L
=Rk i
“r] 9 1
1 1 ¥ | I | 4
=) 8] &
] . [
IR 1 [ L] ¥
¥ j :J B
D
ﬁ [
(TG u
12
1 Y ia
4
12
| -I:I 2 W 1.3
-7 . -7 i
~a =3 —11 »
= 4
[ N i
= -2 — a
' --n' -g| -n n
i
i [ =1 3
b | l:; ------ E:; 0
L 1| {* 1 w
=1 -1 | [TV a
7 a {4 1 n
=1 NI 1 ]
- - -i il =
| | [ B )
R S - B
w 12 ]

2, Dpsnidences induds Bparish dopsedondied,
Bodroe: U, B Iwptrioanind of Commercs, Q0o of Business Emnomics.

of tons, wera 28 percent below those a vear earlier. TFor
tha whole year, sxports wers smaller in any other
postwar yerr except 1950,

hird, changing inventories of American products in
foreign countries influenced our exports. Inventories of
menufnctured goods a3 well as raw materigls such as cotton
ond tobacco accumulated du:'ﬁ the period of henvy exports
from this country which lasted wntil the middle of 1952.
The lower exporie during the second hslf of the year may
reflect either a decline of foreign purchases for nventory
purposes or, in somse instances, inventory liquidetions to
meat current demands.

Nﬁﬂ,—nulu Auin for the yart THA 12 1061, In addl 10 Jelaled erplansalives of the
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Ty T B et A Lriird i Pontieg OO wlﬂhnw?{
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Not culy wera cotton stocks lorge in consuming countries
relative to current utilization ab the middis of 1952, but
substantinl stopls hed also peecumulnted in other producing
countries. Ab ihe end of the second quarter of 1952 cottan
stocls in the United Kingdom smounted to nearly 14 monihe’
consumption #s comparad with 6.7 monthe’ supplies o year

eaglier.
TFourth, tightened controls reduced purchasea in
the United States, particn by Brazil and to & lesasy

extent by the sterling ares countries. Exports to Brazil
alone declined from on sunual inte of 3748 million during
the firat half of 1952 to $338 million duriag the lasé quorter,
Tho effect of exchange controls vpon axperts to the sterling
argn nre less cartain, sines, indiceet controls, such as credit
restrictions, and declining incomes resulting from reduvcsd
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axport prioes reduced domestic demand snd consequently
ntse the need for divect import resirietions.
Military expenditures rising _

. Fﬂre'g%n dollar receipts were tlso incrensed by Government
expenditures sbroad for goods and services, including “off-
shore purchases,” troop axpendifures, and our contributions
to “infrastructure” facilities for interallied vee, The rize in
such expenditures gtertod in Japan shortly after the invasion
of South Korea. Expenditures in Jepan declined, however,
from the first to the second half of 1952 whils those in West-
arp Buropa inerensed. ] -

Transactions in civilian services alse increased forsign
doller roceipts or reduced foreign dollar ouiflaye. Foreign
nat axpenditures on transportation declined beeause of ra.
duced tommage of exporis from the United States, ﬁatar
participation of foregn vessels in the trads, lower Ireizht
vafes and incrensed tonrist irnvel on forsign carriers.

Although tourist expenditures sbroad were rising over the
yenr, foreign tourist axpenditures in the United Sintes rose
nearly 28 much, leaving the belanee virinally imchangad.

{ar b Loded storling aroe— bt nob for $os Tnlied Ko and other compenoot armas—

A g el absmy " Wprts sk . Por tha dafl; £
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Income om investiments, howeavar, appasrs to have declined
ag pompared with the provious year. Rising costz sbrond
mg:ludmtg , and either atable or in some ceses declining
pricas of the goods producsed seem te have reduced the return
on our foraign invastments.

Marked change in unrecorded transactions

The last mnjoy item which im&mva& the financial position
of foraizn countries includas all those transactions which can

~ only be inferred fromn the differance between the known dollor

raceipts nod pﬂ.;rmenta. ‘These missing transactions {""Exrors
and omissions'”) deslined from net.receipts of $433 million
during the first half of 19562 to net payments of $195 million
in the second hall. Although in ssveral other postwar yeors
this itexn declined from the first to the second half, the chonga
by over $600 million was far more than had praviously been
experienced and may be assumed to reflect more than random
arrors and the leel: of datn for certain recurrent tronsactions.

There havs been thiee mejor shifts in this item aince tha
war, il of which seem to have been closely related to the
chanping etrangth of the pound sterling. In each of thesa
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enses thore seems o have heen o flow of enpital which we
bava not ieen able to record in the normal way.

The fivst ogeurrenee wns in tha second snd &n-d quprters
- of 1947; in the second querter thers o to hnwa bean
large unrecorded inflows of funds to the United States, which
mny have been induced by the
billion loan te the Tnited Kingdom, and this inflow was
Ega.tly reduced in the third and fourth quarters of 1947 when

convartibility of zterling was euspended. Again in the
third quarter of 1949 there appear to bnve been lorge ve-
recorded capitnl inflows which were probably a result of the
apparent im ing devaluation of sterling; following the
devaluation in September of that year there was & shift in
the errora and omissions mdicating o liquidation of the ac-
cumulated dollar ssseta.

It seama likely that the shift in the movement of un-
recorded cnpital funds during the second half of 1952, mostly
between the United Statea and the sterling area, wns agaio
reaponsible for tha shift in tha unsceounted-for fransactions,

that s substontisl port of the recovery of foreipn reserves
must be abéributed to this facter. The follawing tabuintion

near exhaustion of the $3.95

Bourte: . 5, Dopartaderik of Cosamerea, Do oF Dl Fonakmnicr.

reflentz the changes in thesa trensactione since the second
half of 1951:

Uneecapded transnetions anad internven tentafers to other sroas

t# from other arcas (—)
Tutai

. Sterling Real n{'_ uitracprded

arce Lha ey Eraftacing
1051 Hevond belf.. .. _ 42 =243 104
1052 Fiestball . __... 8§97 — 184 423
Becond half_______ =3 - 218 i 11

Bovernl developments occurred in the sterling aren which
m‘eil have contributed to such popitel movements. First,
credit wow resiricted in the United Kingdom and interest
rates rose during the second half of 1051 and the fivat half
of 1862. The yield of Government bonds rase from 3.84
pereent in June 1951 to 4.42 percent in June 1662. This
15 percent tise in yiocld was substantially highar thawn in
other of the major European countries or in the United

Btates. When, during the first quarter of 1952, sterling area
roserves wers stabilized, both the higher wyialds and the
restored confidenca in the ralue of the pound sterling may

hava induced capitnl movements to the United Kingdom.
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Offesbting in part the transactions which resulted in rising

foretgn dollor receipts wers daglines in Government economic’

grants and loans and privete capital movemants. Governs
mant grants and loans ore discussed in the following article
i thiz issne of the Svrvmy. Various fastors accounted For

the chango in nat loan disbnreements betwoen the first threa

gdum'tem and the lasi quartor of the year. Loans wader the
utunl Jecurity Act ?10 percent of the aid under the fiseal
1852 appropriection had to be
utilizntion of the second half of t
to Indin provided rost of the ] disbursements duri
the first twa quarters. The loan disbursements during the
third quovter include & $254 million ndvanga by the Export-
Im Bank to France against militery controcts, of which
$44 million wos repnid by the end of the year. Annual loan
repaymments of 360 million bhﬁr the United Kingdom added
to the capital inflow during the last guarter of the year.

iven in lonns), and the
$120 millicn grain loan

Private investments decline

Private copital movements declined dwing the year and
were over $100 millicn smaller thon in 1961, The decline
from 1851 was concentrated in portfolio investments, mostl
in Canndian securities, Although direct investments in 195
werg about 3100 million higher than in 1951, the trend ofter
the middle of the year wns downward, Complation of
facilitics in the oil industry in Latin Amerien and the Middle
East appenr to bs a major factor in the decline. Incrensed

supplics of il and oil products in relotion to demond may

wlso have reduced the need for further exponsion.

Cuanpds iz the major srea where large direet investments
ore still going forwerd. Davelopment of oil nnd mineral de-
posita appears to continue at provions rates, nlthpogh there
was nn apparent high point ia the second quarter resnlting
from tho =ale of securities by Americon contrelled Conadian
companies to obtain funds for later investiment.

Temporary factors in reserve rise

In order to avalnate tha signifeanga of the changes in the
badance of paymenis duving 1952 it is important {0 expmine
whether the developments which on balance fasiliteted the
reletively lorge accumutation of foreigm reserves are likely to
bo teanpormy, ar whether they may bo oxpeeted to continue
for some tima, .

Tha relatively greater rise in business activity in the
TUnited States aa compared with foreign industrial nations is
net likgly to continme to thesame oxtent.  Textile production
abrond, onie of the mejor industries which held down oversll
foreign producticn, was ngain on the upswing ot the end of the
year. This mey indicate thnt the demand for textils raw
materiols, inchuding cotton, was near botiom during the lnst
months of the yeor. A4 the snme time, bowsver, excess
capacity in the metal producis indusiriés appeored to be
ristng i the United Kingdom. In the event thet British
indusiries are suecessful in utilizing thelr execss copocity in
the metal prodoets indusiries for ingrensad exports, compea.
+ tition for similar exports from the United States may well
rise.

AMarch 1048

The decline in axports of cosl to overseas coentries during
the agoond half of 1952 was in part due to temporary factors.
However, large stoclm of coal sbrond will postpone the nesd
for imports aven if the demand for coal should increese.

Theo rise in wheat production from 1951 to.19562 in Burepe
and Canada was pomewheat more thian the average rise during
racent years and may have been due in paré to wiusualky
favrorable woather ponditi Less favorable chmatic con-
ditions may again raise the demand for supplies from tha
United Stetes. Inventories held abroad would, however,

ostpone on upturn in foreign purchases here, even if the
Farmgn supply eituation bacomes less fuvorable,

Possibly nnother temy _mgﬁfmtur wae the movement of
fands abroad ue reflscted in the changes of unrecordad teans-
petions. Mot only is the nmownt of funde sveilable for trans-
for abroad limited, particularly if business activity here re-
maing ot & high level, but the revent riss in short-term intereat

- rates in this coumtry has probably reduced the incentive for

sach transfers. ) )

The volume of mevchandise imporis Tequired for current
use in 1953 is lilkely to yemain az high as in 1952, ps long os the
%rrp:l?ﬂcta for domcstie business setivity remain favorable.

ith n steady demwnd hers and perhaps a rismg damand
nbrasd, prices of imported may nof continue to decline
below the last quarter of 1852 but even if prices stabilize ak
iho level of that perind, they would average shout 3-4 per-
cent lower—in 1953 than in 1962, | X

The major spurca from which foreign covafries van sxpact
higher dollar receipts iz militayy expenditures, which ara
likely io incresse ns deliveries eve made on contracts for mili-
Gm&jaquipmmt previously ploced, -

varnment aid, other than military, may bo eepected to
continige the downword trend which has been saking place
sinoe 1849, alibough o temporary upturn of granta over the
reintively low rote during the fourth quarter of 1962 iz | .
Frivata investments, however, may nét decline below the
rate during the second half of 1952, sines, with the sxception

. of Canada; tha net outilow of fundse for direct investinents

hod already shrunk to vo annuel vate of Iess than 100 milion.

On balange, therefors, it nppesrs that, with favorable oli-
matic conditions abroad snd continued favorable business
conditions in the United States, foreign couniries should be
able to raisa their gold and dollar natets again in 1053, ol-
though probably at 2 slower rofe, This tendency would be
furthor strangthened if these foreign covniries which bud re-
duead their stocke of Amerieon goods, should resume thair
Pu:nhnsaa, partioulexly of those goods which are essentisl

or the continued operation of their econcmies, This may
:Ep% aven to those coumiries which restiicted itports from

e United Btates through exchange controls. .

Even if net dollar recaipts by all foreign countries decline
agnin during the year, the porfion seerning to the eterling
aves may contioue o rige, 1s it did during the closing months -~
of last year. The increasa in foreign gold purchases which
Et.m't.ad u:h Dmmf thhur n.mll-aghic]a ’imd nl;ntfilinusht}f du:iij;g Lha

rst months of thia ected large @ shift in foreign
dollar earnings to mt-eﬂing srea, British
30 thon those of moet sther eomiries, srs ususlly held in gold
i:,tt.her té;m in the form of dollar deposite or other liguid dol-
nsseis,

TE20Tves, MoTs -



